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Appnival ol'a New Schedule ol Rates and

Charges for Water and Scwcr Service
I'rovided to ('.ustomers
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I. INTRODUCTION

This rnatter comes before the Public Service Contnnssion of South Carolina (the

"Commission" ) on the Application of Avondale Mills, Inc. ("Company" or "Avondale Mills" )

for approval of a new schedule of rates and charges and for modification to certain terms and

conditions for the provision of v ater and server services for its customers in South Carolina.

Avondale Mills is a Class C v'ater and v astewater utility providing service in Aiken County.

According to Avondale Mills' Application, v;ater service is provided to 616 customers and

wastev, ater service is provided to 495 customers.

This matter v as initiated on December 23. 2008 when Avondale Mills filed an

Application for approval of a nev schedule of rates and charges for customers pursuant to S.C.

Code Ann. )58-5-240 (Supp. 2008) and 26 S.C. Code Ann. Regs. 103-503 (Supp. 2008), 103-

703 (Supp. 2008), 103-512.4.A (Supp. 2008) and 103-712.4.A (Supp. 2008). By its Application.

the Company sought an increase in total annual water and sewer revenues of $613,010. No

parties filed Petitions to Intervene in this matter.
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Hy letter dated January 12, 2009, the Commission's Docketing Department instructed

Avondale Mills to publish a prepared Notice of Filing, on time, in a n«wspaper of general

circulation in the area affected by Avondale Mills' Application. I'he Notice of I'iling described

the nature of the Application and advised all interesled persons desiring to participate in the

scheduled proceedings of the manner and time in which to file appropriate pleadings for

inclusion in the proceedings as a party ol record. In the same letter, the Commission also

instructed Avondaie Mills to notily directly, by U.S. Mail, each customer afTectcd by the

Application by mailing each customer a copy of the Notice and Filing. Avondale Mills furnished

the Commission with an Affidavit of I'ublication demonstrating that the Notice of I'iling had

been duly published in a newspaper of general circulation in the area afTected by Avondale

Mills' Application. 'I'he Company also provided the Commission with a letter in which

Avondale Mills certified that it had complied isdth the instruction of the Commission's

Docketing department to mail a copy of the Notice of I iling to all customers affected by the

Application. Boih the public and Commission hearings were rescheduled in this case on more

than one occasion. I'he Company provided proof of customer notification to the Commission.

By letter dated I ebruary 19, 2009, the Oftice of Regulatory StalT ('ORS") requested a

night hearing in Aiken County. On March 5, 2009, the Commission issued Order No. 2009-136

granting a request for a local public hearing and ordering Commission Staff to schedule a public

hearing in Aiken County. After rescheduling earlier dates, the night hearing was held on May

26, 2009 at 6:00 p.m. in Granitcvillc, South Carolina.

ORS received requests for a night hearing from Representative J. Roland Smith, Representative Thomas R Young,
Senator A. Shane Massey, and members of the puhlic
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On .1une 2, 20()9. a hearing conc«ming th«matt«rs asserted in Avondale Mills'

Appliclttion ivas held in th» ('ommission's h«aring t'oom located at S)'nerg)' 13usiness Pari'. 101

Fs«cutivc Cent«r Drix« —Saluda Huilding, Columbia, South Caritlina. The full Commission,

iiith Chairman Elirltbeth H. 1-'i«ming presiding, heard the ntatter of'Avonditle Mills' Appliclttion.

Scott 1 lliott, Fsquir«r«pr«s«nt«d Avondalc fvlills. Jeffrey Nelson, Esquire and Sheaf@ 13ohlnd

R«ibold, Esquirie rcpriescnted ORS. Randall Dong, Esquire served as l«gal counsel to the

( OtlltlltSS1011.

Axondalc Vfill» presented the testimotl) of .lack R. Althcrr, .lr. , Vic«('hairman, 1'resident,

('I'.O, tltld ('1=O. alld (L Stcphctl Felker, Jr. . Vice President of Cotporatc L)eveloptnenl. ORS

presented the testimon) itf KVillie .1. Mttrgan, Program M;lnagcr tor the 1Vater and tV'astctvatcr

Department, rind ('hristina A. . itutz, Auditor.

II. FINI)IN('S ()F FAC'I' AND SL)PPORTIN(; FVII)FNCIJ

1. Axondale Mill» provides ivatcr distribution and xvasteivater citllection scrvic« to

()16 ivater custotners and 496 seve«rage custollli'I's ttl the (irttttitevifle 'v'ituclus«area of' Ail en

Countvs As a public utilit)', its operations are subject to th» jurisdiction ot the Cotnmission

pursuant to S.('. ('od» Ann. s~&8-a-10 ct sets. (Supp. 2008).

I he «vidence supporttng thi» ftnding is contained in the Colt)pan)«s Application. the

tcstimon) of its lvitnesses Altherr and I elker and in th« tcstinton) of'OILS lvitness Morgan

Vite ftnd th;tt the ltppntpriate t«st ) car for purposes of' thi» proceeding is th» tvvell e

ltlotlth period et)ding August 2'), ()08.

The evidence supporting this finding is contaitted in the ('ttmpan)«s Application, the

testimon) of' tts lvitness Althen, and th» ORS Audit L)epltrtment Rcport sponsored b) ORS
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witness Stutz, vvhich reflects that Avondale Mills proposed a test year ending on Aug&ust 29,

2008. No party opposed the Company's proposed test year.

3. Wc find that it is appropriate to employ an operating margin methodology in

determining just and reasonable rates based on the Company's Application and the testimony

and evidence contained in thc record of this case.

The evidence supporting this lmding is contained in the Company's Application and

based on the testimony of ORS witnesses Morgan and Stutz. Additionally, there are no other

parties ol record in this matter to propose an alternative method lor determining a just and

reasonable rate. and the testimony of ORS witnesses Morgan and Stutz contemplate that an

operating margin vvill be employed. Thc Commission is required to specify an operating margin

in all water and sewer cases pursuant to S.C. Code Ann. t& 58-5-240(II) (Supp. 2008); however,

the Commission is not precluded by the above statute from employing an alternative method of

ratemaking

4. We find that Avondale Mills is currently losing approximately $475,952 pcr year

in the operation of its water and sewer system. I ven after accepting all of the accounting and

pro forma adjustments ol ORS, Avondale Mills' operating marg&in during thc test year was

(429.69%). Hy its Application, as recalculated by ORS, Avondale Mills is requesting an increase

in its rates and charges for water and scvver service to produce an increase in total operating

revenues of $613.060 and a net increase in operating income ol $567,917. This increase in

revenues vvould yield the Company net operating income ol $91&965. Avondale witness Altherr

testified that thc Company accepted all of ORS's accounting adjustments to Avondale Mills'

Application of record and further accepted all financial schedules as proposed by ORS vvitncsscs.
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As a result, the Applicant'» financial schedules as modified by ORS constitute the only ev idcncc

pertaining to financial schedules in thi» Docket.

The evidence lor the findings concerning current revenues and operating niargin as vv&:ll

as the efTect ol the proposed rates i&n revenues i» contained in the C'ompany's Application, thc

C'oinpany's vvitnes» Altherr'» testimony. and in ORS witne»» Stutz'» te»timony and exhibits,

5. We find that for the test year, after accounting and pro forina adjustments hy ORS

vvhich vvcre accepted by the ('ompany's vvitnesses at the hearing in this case, Avondale '.vfills

incurred total operating expenses of $586,718.

1 he evidence to support this finding i» in the testimony of' the C'ompany'» v, itncss Althcrr

and ORS vvitness Stutz,

6. Wc find that, according to both ('onunission records and (he testimony of

Avondale Mill» and ORS vvitnesscs at the hearing in this case, the water and vva»tewater system

v, hich i» the subject ol' this action vvas purchased by Avondale Mills in 1')')6 and that thc system

i» currently operating under rates put into effect by this Ooinini»sion in 1980.

The evidence to support this finding is in the testimony of the Company's w'itnesses

Altherr and Fell'er.

7. We 1'urther find that, although Avondale Mills has requested to impulse rates and

charge» under this Application v hich represent a substantial increase to it» custonicrs, these rates

are nece»sary to ensure the economic viability of the system, which i» currently losing close to

$500.000 a year. As testified by Avondale Mill»' witnesses Altherr and Felker, the Avondalc

fvfifls C.'ompany could accept such losses vvhen its nianufacturing operations v crc a customer of

the system, but that is no longer a viable option. As the vvater and vva»tewat&:r operations must
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now "stand on their own, " we realize that the financial and structural survival of the system

requires the drastic percentage increase in rates requested by the Company in order to provide a

moderate positive operating margin.

8. We find that the proposed schedule of rates and charges contained as Exhibit A to

the Company's Application are fair and reasonable and will yield Avondale Mills an Operating

Margin of 12.71%. We further find that such an operating margin should be suAicient to enable

Avondale Mills to operate and maintain the present system adequately i~ithout providing

excessive income or revenues at the expense of the system's customers. This finding is in accord

with the testimony of ORS witness Morgan who testified under cross-examination that ORS

considers. and has consistently recommended, an operating margin of between 10% to 15% for

water and wastewater utilities operating in South Carolina. The 12.71% operating margin

presented in this case falls within the range recommended by ORS.

9. We further find that it is appropriate and reasonable to approve the pass through

mechanism requested in Avondale Mills' Application. As Avondale Mills purchases all of its

water from the Breezy Hill Water and Sewer Company and the Valley Public Service Authority,

as vvell as treatment services from the Aiken County Public Service Authority, it is evident. as

was testified by Mr. Altherr at the hearing. that the majority of Avondale Mills' costs are those

associated with the purchase of water and sewer services Irom these entities. The testimony of

Mr. Altherr further provided that costs from one or more of these entities normally increases

each vear. In order to alleviate the quandary of either "rate shock" or yearly rate cases expenses,

vve find it fair and reasonable to approve the pass-through mechanism as provided in the attached

rate schedule, attached hereto as Attachment A.
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10. The public hearing& conducted by thc Commission raised certain quality of service

issues related to bill estimates, customer service. xvater quality, and compliance xvith the

re&aulations of the South Carolina Department of IIealth and I'.nvir&inmental C'ontrol (DHEC'. ). Of

note, vfr. Alton Ever»on raised a concern regarding& sevverag&e &iverflovv, i%'e find that. based on

the testimony provided by C'ornpany v, itnesses Altherr;md I elker and ORS v, itncss Morgan. as

favell as documentary evidence submitted as Hearing& I-:&&hibit 2. Avondalc Mills has properly

responded tooverf1ovvs and spills.

Sic further t111d that these issues. vvhile of signif1cant concern t&i this C'ommission, appear

to bc caused not duc to lack of attention or inaintenance bv Avondalc Mills but rather due to tile

ag&c and condition of the sy&stein. 8'e find that the C:ornpany should. and inust. continue its

efforts to identify lost vvater, system leaks and spills. ;uid must continue to u»e it» best cfTorts to

resolve vvatcr prcssure issues and valve. 'hydrant maintenance issues vvhich have been raised bs

its customers and DHEC. Hoivever, the Cotnmi»»ion docs not believe that our ret'usal or

rejection of thc Company's proposed rate increase ivill rcsolv&. . ;ind in fact &nay aggravate,

maintenance and service issues. The C'ommission tinds that it v'ould be in the best interests of

both the Company and its customers to alloxv Avondale Mill» to earn a reasonable operating

marg&in to provide it ivith the means to maintain iL» aging xvatcr and ivastcivater system pr&iperly

;ind to comply ivith IJHEC and Commission standard».

11. %'c find that it is in the public interest to require pcrf'or&nance bond» in the amount

of $640,000 for the C'oinpany. 13ond amounts must rang&. from an amount iuit less than $100,000

and not more ihan $380.000 each for xvatcr and scxvcr pursuant to S.C. C'«de Ann. Regs. 103-

512.3. 1 (Supp. 2008) and 103.712.3. 1 (Supp. 2008). The bond ainount i» also sct forth in S.C
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Code Ann. $ 58-5-720 (Supp. 2008). ORS witness Morgan testified that the bond requirement

for Avondale Mills should be increased to $265,000 for water operations and $275,000 for sewer

operations based on expenses from the test year. Avondale itness Altherr testified that

Avondale Mills accepted the bond amounts recommended by ORS. Therefore, this Commission

finds that. in order to provide suflicient financial assurance to both the customer and the

Commission in the event that the Company fails to provide safe and adequate service, a bond in

the amount of $540,000 is required.

III. CONCLUSIONS OF LAW

Based on the Findings of Fact as contained herein and the record of the instant

proceeding. the Commission makes the following Conclusions of Law.

1. We conclude that an Operating Margin methodology is appropriate to use in

establishing just and reasonable rates. In accord with the testimony of ORS Witness Morgan, we

conclude that a fair operating margin for the combined water and wastewater operations of

Avondale Mills in South Carolina is 12.71'/o. This operating margin is calculated by dividing

the proposed net operating income by the total operating revenues.

2. The Company's calculated operating margin for the test year ending August 29,

2008, under present rates and as adjusted in this Order, was (429.69'/o). This margin is based on

adjusted total operating revenues of $110,766 and adjusted total operating expenses of

$586,718. producing a net operating loss for return of ($475,952). Lnder the rates and charges

approved herein and detailed in Attachment A to this Order, Avondale Mills is anticipated to

produce a net operating income for return of $91,965 to yield the approved Operating Margin of

12.71'/o.
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3. The rat«s and charg»s provided for in Attachment A to this Order are designed to

be just and reasonable without undue discritnination and are Ils&& d«signed to meet the rev»nu»

requirements of the Company to yield the approved Operating Margin of I2.71'!o, The

Contpany's requested modifications to certain terms and conditions &&I service in its rate sch»dul»

are n&&t counter to the public interest and, rre necessary to ensure the»conomic xiability of the

( on&panv'.

W» conclude that th» Company is entitled to the implementation of a pass-through

mechanism as detailed in the tariff rate sheet attached hereto as Attachment A. W» conclude

bas»d on the docum«ntaty caid»nce presented and the testimony ot ORS Witness Morgan that

th» appropriate bond requirement for the ('ompany is a»ombined $S40,000 — S 265,000 for v, ater

and $275,000 for sevvcr service. Avondal» Mills shall post a bond or other approved instrutnent

in thi» amount prior t&& the implementation of the rates and charges approved in this Order.

IV. CONCLUSION

The law r«quir«s that Avondal» Mills be allowed to earn a r«asonablc rate of return I'or its

services, and in d»ciding on such a rate, the ('otnmission is constrain«d by the evidence betore it

and the applicable lav . N&& party to this case argues that Avondale Mills' Application for a rate

increase should be denied altogeth«r, Indeed. evidence presented at the hearing revealed a rate

increase is necessary to enable th«(.'ompany to continue operating its aging system. 'I'he

(.'.otmnission considered the &&pcrating margin provided in the testirnoni &&f' ORS vvitness Stutz,

and the testimony ot' Altherr and I ell er agre» with th» operating margin established. W» have

c&&nsid»rcd the tcstimonv of several Avondale Mills' custom»rs and elected ott&cial» who

attended the public night hearing and»spressed concern with th«curr«nt service and the rates
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that they could be paying. However, their testimony does not gimme the C'oininission a basi~ for

dcclinin«Avondale Mills' Application. In lieurer C'tilirr'es, Inc i 7'tihlic. Service C'omm(ssinn oj

,S'c)uth C Inolhiri, Memorandum Op. No 9&-MO-365 (S.C.'. S. C't. Dec )(. 1993). the South C'arolina

Supreme C'ourt reversed this Oommission's decision to deny a rate increase because of "the

absence of an&. scientific criteria" to support its decision. Oonsequently, ivhile the C'ommission

finds that the testimonv' of the C'ompany 's customers rclc~ailt to this proceeding. this testimony

caruiot form the sole basis Ior denying ii rate increase in th» absence of other objective,

quiintiliable evidence. This C.'ommission xmas not presented vvith an&' quantitiable. objectiv'c data

regarding iiater quality, selvage odors, or customer service «hich could provide the basis for

denying, Avondalc Mills' rate increase. Indeed. none of the public witnesses objected to the idea

of a rats increase. but rather to its tiining or si~e. I=urthcrmore, the C"ommission has herein

adopted ineasures designed to address such problems, and to adequatelv document thc

C'ompany's I'uture service.

I'I' I.'I TH !;RI.FORF. ORI JI:Ill', I) 1HA I:

1. 'I he rates and schedules in Att;ichment A are hereby adopted b& the (.'ommission and are

Ordered to be put into ellect by Avondalc Mills ivithin thirty (30) days ol the issuance ol'

this Orcler or in the C'.ornpany's nest billing cycle. I he schedules shall be deem«d to be

filed vvith the C:ornmission pursuant to S.C'. Code Ann. ss5)I-5-240 (Supp. 00)I).

2. Avondale Mills is entitled to rate relief on the b;isi» of its current operating, margin of

(429.69"o).

An operating margin of I .71 u is approved for Ai ondalc Iv1ills.
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Avondale Mills shall file a performance bond in the amount of $265.000 1'or ivatcr and

$275.000 for seiier services and shall tile such Bond prior to thc in)plcn)cntation of new,

rates and charges authorized by this Order.

Avondale Mills shall keep its books and records in accordance ivith the National

Association of Regulators O)tility C'. ornmissioners (NARIiC') Iinitbrm System ol'

Accounts.

6. Avondale ivtills shall iinplement a pass-through m«chanism as detailed in Attachment A.

Avondale IvIills shall contpli ivith all notice and timing provisions as detailed in

Attachment A prior to being permitted to increase, bill, or «ollect any or all rates and

charges of ani iiater or seiver rates subject to such pass-through. 'I'he
Company shall

notifi this Commission and ORS in )writing at least thirty (30) dais prior to the

implctn«ntation of' neiv rates resulting from Avondale Mills' use ol' the pass-through

tncchanism of the C:ompany's intent to do so and shall tile a revised schedule of rates and

charges ivith this Commission and ORS after the implcm&:ntation of such rates.

7. 'I'his Order shall remain in full force and effect until lurther Order of'the C'oininission.

BY ORDER OI TI II; COIvIMISSIC)N:

ATTEST:
Elizabeth B. Eleming, Chairman

,Iohn I . Iloii;ird, Mice-('bairn)an

(SLAI )
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AYONI) AI. E 5fll. l.!t, INC'.

I)O(.'KET Nn. : 2(108-I(t(1-W 5
S(1IEI)I II.F. OF RATF5 tt1'I) (1IAR('FS

WATER

l. Irionthh Recurring Charges

12ESII)EfsTIAI, Ae COMMERL'IAI, CEBTOYIEILS:

Base Facilitim Charge
Comrnodit! f'hatge

58.00
54.50 per 1000 ('allons

APARTIMEW I' CORI'LEX - Ml:L11PLF.BI:II,I)I'(L,'5 81'R)'El) BY A 81%('LE
51ETFR:
Banc Facilities Charge 550.00
('ornnnxhn Chatge $1.50 per 1000 ('allons

IRRIC.'ATIOss CL'8 FOSIERtt:

Base Facilities Charge

Commodit! Chat e

Is 1)15 I RIAI, CI 8TOSIERS:

5 12.00

55.65 per 1000 ('allons

Base Faciltncs Charge

Comntttdit! ('har e

$50.00
5-'I.SO per I(NIO f'allons

2. fsonrecurrittg C'har cs

W'ater Tap-In Fcc For sion Connections

A. 5/8 "Meter 5550.00

13. Meter tap fccn for meters larger than 5/8" trill hc Irascd on a single-famih

cquhaient(BFE) using the l)IIEC contrihutors loading criteria.
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3. Notification, Account Set-Up, and Reconnection Charges

A. Notification Fee: A fee of five dollars ($5.00) shall be charged each customer to
» horn the utility mails the notices as required by Commission Rule R. 103-535
prior to service being discontinued. 'I'his fce asscsses a portion of the clerical and
mailing costs of such notices to the customers crating the cost

B. Customer Account Charge: A one time fee of $15.00 wiII be charged to defray
the cost of initiating a new customer's service.

C. Reconnection Charges: In addition to any other charges that may be due, a
reconnection fee of $35.00 shall be due prior to the utility reconnecting service
» hich has been disconnected for any reason set forth in Commission Rule R.103-
732.5.

4. Late Penalty Charge

Avondale may charge a late-payment penalty up to the mmimum amount allow& by
applicable South Carolina Statute and/or Public Service Commission rule.

5. NSI' Check Charge

Avondale may charge a NSF check charge up to the maximum amount allowed by
applicable South Carolina Statute and/or Public Service Comniission rule.

6. The Utilih shall give the Commission thirty days' notice of its intent to pass-through to
customers charges for water service which are higher than those in effect at the time of the
Commission's approval of the»ithin rate schedule. The Utility shall provide»ith such notice
written documentation of an increase by the provider of treatment services justifying the
increase in the amount of treatment charges sought to be passed-through to affected customers.
In the event that an increase in the amount of treatment charges to be passed-through to
customers is found by the Commission to be so justified, the Utility» ill then be required to give
customers advance notice before the increase in the charges for water service to be passed
through may be put into effcct.

1.Monthly Recurring Charges

RFSIDENTIAL 4 COMMERCIAI. f USTOMFNS:

Base Facilities Charge
Commodity C~e

$6.00
$6.50 per 1000 Gallons

APAR'I'MENT COMPI. EX - MULTIPLF BUILDINGS SERVED BYA SINGLE
MF.TF.R:

Base Facilities Charge
Commodity Charge

$35.00
$6.50 per 1000 Gallons
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INDUSI REAL CUSI'O&1VRS:

Base Facilities Charge
Commodity C1iaige

S35.00
$6.50 per 1000 Gallons

2. Nonrecurring Charges

Sewer Tap-In Fee For New Connections

A. 5/8" Meter $550.00

B. Meter tap fees for meters larger than 5/8" will be based on a single-family
equivalent(SFE) using the DHEC contributory loading criteria.

3. Notification, Account Set-Up, and Reconnection Charges

A. Notification Fee: A fce of five dollars ($5.00) shall be charged each customer to
whom the utility mails the notices as required by Commission Rule R. 103-535
prior to service being discontinued. This fee assesses a portion of the clerical and
mailing costs of such notices to the customers creating the cost.

B. Customer Account Charge: A one time fee of$15.00 will be charged to defray the
cost of initiating a new customer's service.

C Reconnection Charges: In addition to any other charges that may be due, a
reconnection fee of $250.00 shall be due prior to the utility reconnccting service
vvhich has been disconnected for any reason set forth in Commission Rule R. 103-
532.4.

4. Late Penalty Charge

Avondale may char e a l»te-payment penalty up to the maximum amount allowed by
applicable South Carolina Statute and/or Public Service Commission rule.

5. NSF Check Cltarge

Avondale may charge a NSF check charge up to the maximum amount allowed by
applicable South Carolina Statute and/or Public Scridce Commission rule.

6. The Utility shall give the Commission thirty days notice of its intent to pass-through to
customers treatment charges which are higher than those in effec at the time of the
Commission's approval of the within rate schedule. The UtiTity shall provide with such
notice written documentation of an increase by the provider of treatment sendces
justifying the increase in the amount of treatment char es sought to be passed-through to
affected customers. In the event that an increase in the amount of hutment charges to
be passed-through to customers is found by the Conunission to be so justified, the UtiTity
will then be required to give customers advance notice bcforc the increase in the
treatment charges to bc passed through may be put into effect
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This is to certify that I, Chrystal L. Morgan, have this date served one (I) copy of the

PROPOSED ORDER in the above-referenced matter to the person(s) named below by causing said copy

to be deposited in the United States Postal Service, first class postage prepaid and affixed thereto, and

addressed as shown below:

Jack R. Altherr Jr., President
Avondale Mills, Incorporated

506 South Broad Street
Monroe, GA, 30655

Scott Elliott, Esquire
Elliott dk Elliott, P.A.
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Columbia, SC, 29205

Chryst . Morgan

June 8, 2009
Columbia, South Carolina


